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INDEPENDENT AUDITORS REPORT

To the Bcard of Directors of

Handeisbanken Markets Securities Inc

We have audited the accompanying statement of financial condition of Handeisbanken Markets Securities Inc the

Company wholly owned subsidiary of Svenska Handeisbanken AB as of December 31 2009 This statement of

financial condition is the responsibility of the Companys management Our responsibility is to express an opinion on

this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statemeni of financial condition is free of material misstatement An audit includes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supportinj the amounts and disclosures in the statement of financial condition assessing the accounting principles

used and significant estimates made by management as well as evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides reasonable

basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of Handelsbanken Markets Securities Inc wholly owned subsidiary of Svenska Handelsbanken

AB as of December 31 2009 in conformity with accounting principles generally accepted in the United States of

America

Roseland New Jersey

February 2010

AcN



HANDELSBANKEN MARKETS SECURITIES INC
Wholly Owned Subsidiary of Svenska Handeisbanken AB

STATEMENT OF FINANCIAL CONDITION

December 31 2009

ASSETS

Cash and cash equivalents 6681793

Receivables from brokers and dealers including clearing deposit of $50000 367195

Receivables from customers 31882

Furniture and equipment net 40146

Prepaid income taxes 392119

Deferred lax assets net 549438

Other assets 283013

8345586

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Payable to customers 31834

Payable to brokers and dealers 31882

Due to affiliates 317284

Account3 payable and accrued expenses 2588781

Tota liabilities 2969781

Liabilities subordinated to claims of general creditors 2000000

Stockholders equity

Common stock $01 par value 1000 shares

authorized issued and outstanding 10

Additional paid-in capital 2599990
Retained earnings 775805

Tota stockholders equity 3375805

8345586

See accomp 9nying notes to financial statements



HANDELSBANKEN MARKETS SECURITIES INC
Wholly Owned Subsidiary of Svenska Handeisbanken AB

NOTES IC FINANCIAL STATEMENTS

Nature of business and summary of significant accounting policies

Nature of Business

Handelsbanken Markets Securities Inc the Company wholly owned subsidiary of Svenska Handelsbanken AB

the Pareit was incorporated in the State of Delaware on January 1995 The Company is broker-dealer

registered Nith the Securities and Exchange Commission SEC and member of the Financial Industry Regulatory

Authority FINRA The Company engages primarily in equity brokerage services

The Company acts as an agent for institutional customers and other broker-dealers in the purchase and sale of

foreign securities The Company executes and clears all of these foreign trades through the Parent and affiliates

These traces are settled on delivery versus payment basis The Companys commissions on foreign securities

transactions are collected by the Parent and remitted to the Company monthly

All domest securities transactions are cleared through clearing broker on fully-disclosed basis and accordingly
the Company does not carry securities accounts for customers or perform custodial functions relating to the

customers securities

Cash and Cash Equivalents

The Compny considers its holdings money market accounts to be cash equivalents

Basis of Pesentation

The financial statements have been prepared in conformity with accounting principles generally accepted in the

United Stales of America GAAP

These financial statements were approved by management and available for issuance on February 2010

Subsequent events have been evaluated through this date

Receivabl from and Payable to Customers

Amounts rEceivable from and payable to customers include monies due on cash and margin transactions

Furniture and Equipment net

Furniture aid equipment is stated at cost less accumulated depreciation The Company provides for depreciation as

follows

Estimated

Asset Useful Life Principal Method

Furniure and fixtures 5-7 years Straight-line

Computer equipment years Straight-line

Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related revenues and expenses are recorded on the trade date-basis



HANDELSBANKEN MARKETS SECURITIES INC
Wholly Owned Subsidiary of Svenska Handeisbariken AB

NOTES TO FINANCIAL STATEMENTS

Nature of business and summary of significant accounting policies continued

Commisson Income

The Company records commission income on trade-date basis Clearing costs and other fees incurred in the

execution of customer-directed trades are also recorded on trade-date basis

Research Income

Research income represents monies paid on behalf of customers for research services provided

Income Thxes

The Company utilizes an asset and liability approach to financial accounting and reporting for income taxes

Deferred ncome tax assets and liabilities are computed for differences between the financial statement and tax

bases of assets and liabilities that will result in future taxable or deductible amounts based on enacted tax laws

and rates applicable to the periods in which the differences are expected to affect taxable income Valuation

allowances are established when necessary to reduce deferred tax assets to the amount considered more likely

than not to be realized

In accordance with generally accept accounting principles GAAP the Company is required to determine

whether tax position of the Company is more likely than not to be sustained upon examination by the applicable

taxing authority including resolution of any related appeals or litigation processes based on the technical merits of

the position The tax benefit to be recognized is measured as the largest amount of benefit that is greater than
fifty

percent likely of being realized upon ultimate settlement De-recognition of tax benefit previously recognized

could result in the Company recording tax liability that would reduce stockholders equity This policy also

provides guidance on thresholds measurement de-recognition classification interest and penalties accounting in

interim periods disclosure and transition that is intended to provide better financial statement comparability among
different entities Generally the Company is no longer subject to income tax examinations by major taxing

authorities for years before 2006 Based on its analysis the Company has determined that the adoption of this

policy did not have material impact on the Companys financial statements upon adoption However

managemonts conclusions regarding this policy may be subject to review and adjustment at later date based on

factors inc uding but not limited to on-going analyses of and changes to tax laws regulations and interpretations

thereof

Use of Estirriates

The prepa-ation of financial statements in conformity with accounting principles generally accepted in the United

States of merica requires the Companys management to make estimates and assumptions that affect the reported

amounts assets and liabilities at the date of the financial statements and the reported amounts of revenues and

expenses during the reporting period Actual results could differ from those estimates



HANDELSBANKEN MARKETS SECURITIES INC
Wholly Owned Subsidiary of Svenska Handelsbanken AB

NOTES TO FINANCIAL STATEMENTS

Natute of business and summary of significant accounting policies continued

Fair ValuE Definition and Hierarchy

In accordance with GAAP fair value is defined as the price that would be received to sell an asset or paid to

transfer liability i.e the exit price in an orderly transaction between market participants at the measurement

date

In determining fair value the Company uses various valuation approaches In accordance with GAAP fair value

hierarchy for inputs is used in measuring fair value that maximizes the use of observable inputs and minimizes the

use of unobservable inputs by requiring that the most observable inputs be used when available Observable

inputs are those that market participants would use in pricing the asset or liability based on market data obtained

from soures independent of the Company Unobservable inputs reflect the Companys assumptions about the

inputs market participants would use in pricing the asset or liability developed based on the best information

available the circumstances The fair value hierarchy is categorized into three levels based on the inputs as

follows

Valuation of Investments in Securities and Securities at Fair Value Definition and Hierarchy

Level Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access Valuation adjustments and block discounts are not applied to Level

securiies Since valuations are based on quoted prices that are readily and regularly available in an active

market valuation of these securities does not entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs are

obsers.able either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

meas rement

The availability of valuation techniques and observable inputs can vary from security to security and is affected by

wide variety of factors including the type of security whether the security is new and not yet established in the

marketplace and other characteristics particular to the transaction To the extent that valuation is based on

models or inputs that are less observable or unobservable in the market the determination of fair value requires

more judgment Those estimated values do not necessarily represent the amounts that may be ultimately realized

due to the occurrence of future circumstances that cannot be reasonably determined

Because OF the inherent uncertainty of valuation those estimated values may be materially higher or lower than the

values tha would have been used had ready market for the securities existed Accordingly the degree of

judgment Exercised by the Company in determining fair value is greatest for securities categorized in Level In

certain cases the inputs used to measure fair value may fall into different levels of the fair value hierarchy In

such cases for disclosure purposes the level in the fair value hierarchy within which the fair value measurement in

its entirety falls is determined based on the lowest level input that is significant to the fair value measurement

The Company does not hold any investments at fair value at December 31 2009



HANDELSBANKEN MARKETS SECURITIES INC
WholIi Owned Subsidiary of Svenska Handelsbanken AB

NOTES TO FINANCIAL STATEMENTS

Nature of business and summary of significant accounting policies continued

Fair value is market-based measure considered from the perspective of market participant rather than an

entity-specific measure Therefore even when market assumptions are not readily available the Companys own

assumptions are set to reflect those that market participants would use in pricing the asset or liability at the

measurement date The Company uses prices and inputs that are current as of the measurement date including

periods or market dislocation In periods of market dislocation the observability of prices and inputs may be

reduced for many securities This condition could cause security to be reclassified to lower level within the fair

value hierarchy

Furnilure and equipment

Details of urniture and equipment at December 31 2009 are as follows

Furniture and fixtures 88656

Computei equipment 196741

285397

Less accumulated depreciation 245251

40146

Liabilities subordinated to claims of general creditors

At December 31 2009 the Company had $2000000 subordinated loan agreement with its Parent which was in

accordance with an agreement approved by FINRA The subordinated loan matures on January 2011 and

bears interest at 3.82% per annum Interest expense related to this loan was approximately $77000 for the year

ended December 31 2009

Net capital requirement

The Company is member of FINRA and is subject to the SECs Uniform Net Capital Rule 15c3-1 The Company
has elected to compute its net capital requirement pursuant to SEC Rule 15c3-1 in accordance with the

Alternative Net Capital Requirement which requires that the maintenance of minimum net capital shall not be less

than the greater of $250000 or 2% of aggregate debit balances At December 31 2009 the Companys net

capital was approximately $3889000 which was approximately $3639000 in excess of its minimum requirement

of $250001



HANDELSBANKEN MARKETS SECURITIES INC
Wholly Owned Subsidiary of Svenska Handeisbanken AB

NOTES TO FINANCIAL STATEMENTS

Exemption from Rule 15c3-3

The Company operates pursuant to exemption k2i of Rule 15c3-3 of the SEC and accordingly settles all

transactions on delivery-versus-payment/receipt-versus-payment basis Additionally the Company has an

introducing agreement with clearing broker pursuant to section k2ii

Incorre taxes

The provision for income taxes consists of the following

Current

Federal 132830
State and local 11976

120854

Deferred

Federal 266996
State and local 250161

517157

638011

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets liabilities at

December 31 2009 are as follows

Deferred lax assets net

Depreciation 9480
NOL carryforward 523894

Vacation accrual 35024

549438



HANDELSBANKEN MARKETS SECURITIES INC
Wholly Owned Subsidiary of Svenska Handelsbanken AB

NOTES TO FINANCIAL STATEMENTS

Income taxes continued

Deferred ta.r assets net at December 31 2009 represents the anticipated federal state and local tax benefits that

are expected to be realized in the future upon the utilization of the underlying tax attributes comprising this balance

Based upon current facts management believes it is more likely than not that the results of future operations will

generate sfficient taxable income to realize the deferred tax assets Accordingly there is no valuation allowances

recorded açainst the deferred tax assets at December 31 2009

At December 31 2009 the Company has federal net operating loss NOL carry-forward of approximately

$1050000 which can be carried forward for twenty years and will begin to expire in March 2029 The Company
also has New York State and New York City NOL of approximately $1482000 and $1488000 respectively which

can be carried forward for twenty years and will begin to expire in March 2029

Concentrations of credit risk

The CompElny is engaged in various brokerage activities whose counterparties are primarily institutions In the

normal course of business the Company is involved in the execution and settlement of various securities transactions

whose courterparties are primarily institutions and affiliates These activities may expose the Company to risk in the

event that the counterparty is unable to fulfill its contracted obligations and the Company has to purchase or sell the

securities underlying the contract at loss

The CompEiny has receivables and payables for financial instruments sold to and purchased from brokers and

dealers The Company is exposed to risk of loss from the inability of the brokers and dealers to pay for purchases or

to deliver the financial instruments sold in which case the Company would have to sell or purchase the financial

instruments at prevailing market prices Pursuant to the terms of the agreement between the Company and the

clearing broker the clearing broker has the right to charge the Company for losses that result from counterpartys

failure to fullill its contractual obligations

The CompEny maintains its cash balances in various financial institutions These balances are insured by the

Federal Deposit Insurance Corporation up to $250000 per institution through December 31 2013

Related party transactions

During the normal course of business the Parent provides and accounts for portion of the Companys business

activities

For the yea ended December 31 2009 the Company received commission income of $6717000 from the Parent

relating to tr3nsactions with the Parent and affiliates Commissions receivable from the Parent amounted to $224890
at December 31 2009 and is included in receivables from brokers and dealers in the accompanying statement of

financial condition In addition the Company clears all of its customer transactions in foreign securities through the

Parent and ffiliates The related clearance fees charged by the Parent and affiliates amounted to $2418419 for the

year ended December 31 2009 and are included in floor brokerage exchange and clearance fees in the

accompanying statement of operations



HANDELSBANKEN MARKETS SECURITIES INC
Wholly Owned Subsidiary of Svenska Handelsbanken AB

NOTES TO FINANCIAL STATEMENTS

Related p3rty transactions continued

Pursuant to service agreement between the Company and Svenska Handelsbanken New York Branch the

Branch an affiliate the Branch allocates expenses to the Company based on expenses incurred by the Branch on

behalf of the Company related to its daily operations For the year ended December 31 2009 expenses allocated to

the Company by the Branch were approximately $958574 and are included in the accompanying statement of

operations At December 31 2009 the Company owed the Branch approximately $317000 representing the

December 2019 expenses paid by the Branch

10 Employee benefit plan

Money Purchase Plan

The Company maintains money purchase plan the Plan which covers all current employees Annual

contributions the Plan are at the sole discretion of the Company During the year the Company contributed 10% of

each employees annual salary up to maximum of $24500 per employee to the Plan The Company incurred

expenses of $280396 for the year ended December 31 2009 related to its contribution to the Plan which is included

in employee compensation and benefits in the accompanying statement of operations
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INDEPENDENT ACCOUNTANTS REPORT ON APPLYING

AGREED-UPON PROCEDURES RELATED TO THE SIPC

ASSESSMENT RECONCILIATION REQUIRED BY SEC RULE

17a-5

To the Management and Board of Directors of Handelsbanken Markets Securities Inc

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Form SIPC-7T to the Securities Investor Protection Corporation SIPC for the nine month period from

April 2009 through December 31 2009 which were agreed to by Handelsbanken Markets Securities

Inc the Company and the Securities and Exchange Commission Financial Industry Regulatory

Authority Inc and SIPC solely to assist you and the specified parties in evaluating the Companys

compliance with the applicable instructions of the Transitional Assessment Reconciliation Form SIPC

7T The Companys management is responsible for the Companys compliance with those requirements

This agreed-upon procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency of these

procedures is solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the sufficiency of the procedures described below either for the purpose for

which this report has been requested or for any other purpose The procedures we performed and our

findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash

disbursement records noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the nine month period from

April 2009 through December 31 2009 with the amounts reported in Form SIPC-7T for the

nine month period from April 2009 through December 31 2009 noting no differences

Compared any adjustments reported in Form SIPC-7T with supporting schedules and

working papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the

related schedules and working papers supporting the adjustments noting no differences

An independent firm associated with AGN International Ltd AGN



We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on the Companys compliance with the applicable instructions of the Transitional

Assessment Reconciliation Form SIPC-7T Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

0qpy
Roseland New Jersey

February 2010

Rothstein Kass



HANDELSBANKEN MARKETS SECURITIES INC

SCHEDULE OF SECURITIES INVESTOR PROTECTION CORPORATION

ASSESSMENTS AND PAYMENTS

For the Nine Month Period From April 2009 Through December 31 2009

SIPC Net Operating Revenues Per General Assessment

Reconciliation Form SIPC-7T 7286233

General Assessments at .0025 18216

Payments Remitted 5651

Amount Due with Form SIPC-7T 12565

PLEASE NOTE PER SIPC-7T INSTRUCTIONS BROKER-DEALERS THAT REQUIRE AN AUDIT AND HAVE LESS THAN

$500001 IN GROSS REVENUES ARE EXEMPT FROM INCLUDING THIS SUPPLEMENTAL SCHEDULE IN THEIR ANNUAL

AUDITED FINANCIAL STATEMENTS
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